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MEMORANDUM 

 
The Public Advocates Office at the California Public Utilities Commission (“Cal 1 

Advocates”) examined requests and data presented by Golden State Water Company 2 

(“GSWC”) in Application (“A.”) 20-07-012 (“Application”) to provide the California 3 

Public Utilities Commission (“Commission”) with recommendations that represent the 4 

interests of ratepayers for safe and reliable service at the lowest cost.  This Report is 5 

prepared by Lauren Cunningham.  Eileen Odell is Cal Advocates’ project lead for this 6 

proceeding.  Victor Chan is the oversight supervisor and Shanna Foley and Jamie 7 

Ormond are legal counsel. 8 

Although every effort was made to comprehensively review, analyze, and provide 9 

the Commission with recommendations on each ratemaking and policy aspect of the 10 

requests presented in the Application, the absence from Cal Advocates’ testimony of any 11 

particular issue does not constitute its endorsement or acceptance of the underlying 12 

request, or of the methodology or policy position supporting the request. 13 

  14 
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EXECUTIVE SUMMARY 

 
I. Introduction 1 

This report presents Cal Advocates’ analysis and recommendation of GSWC’s 2 

requests related to operations and maintenance expenses (“O&M”) and supply costs. 3 

 4 

II. Summary of Recommendations 5 

A. Chapter 1: Operations and Maintenance Expenses 6 

The Commission should adjust GSWC’s lab fees to better align with the 7 

anticipated timing of perfluorooctanoic acid (“PFOA”)/perfluorooctane sulfonate 8 

(“PFOS”)/ (collectively “PFAS”) regulations and deny the escalation to its 2020 value.  9 

The Commission should also adjust GSWC’s companywide uncollectible accounts by 10 

removing GSWC’s 50% increase in the uncollectible rate, as recent legislation regarding 11 

water disconnection will not have the impact that GSWC anticipates. 12 

 13 

B. Chapter 2: Supply Costs 14 

The Commission should approve a companywide total of $76,137,945 which is 15 

2% greater than GSWC’s proposed budget for purchased water expense forecasts in test 16 

year (“TY”) 2022.  Cal Advocates’ forecast of purchased water costs is based on average 17 

purveyor rate increases over the last five years.  GSWC’s assumption that these expenses 18 

will not change from the date of the Application to the 2022 Test Year (“TY”) could lead 19 

to under-forecasting and decreased transparency as surcharges would be added to 20 

customer bills to collect the under-forecast. 21 

 22 

The Commission should not permit GSWC to escalate the 2023 and 2024 attrition 23 

years using the Application escalation memo for electric purchased power expenses.  24 

Electric purchased power expenses are offset account expenses for which escalation is 25 

prohibited by the Rate Case Plan (“RCP”). 26 
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CHAPTER 1: OPERATIONS AND MAINTENANCE EXPENSES 
 1 

I. Introduction 2 

A forecast of operations and maintenance expenses for a given test year is 3 

necessary to develop a budget for operations and maintenance expenses.  In general, 4 

GSWC’s operations and maintenance expense forecasts are derived by escalating the 5 

inflation-adjusted, 2015 to 2019 five-year average of historical data, further increased by 6 

a customer growth factor.  Cal Advocates’ recommendation concerning GSWC’s use of a 7 

customer growth factor to increase test year expense budgets is addressed in its Report 8 

and Recommendations on Customer Growth Factors and GSWC’s Low Income 9 

Assistance Program. 10 

 11 

II. Summary of Recommendations 12 

Table 1-1 below summarizes Cal Advocates’ recommended adjustments to 13 

GSWC’s forecasted total O&M expense budgets.  Most recommended adjustments are 14 

the result of developing more reasonable forecasts of TY 2022 expenses.  O&M expenses 15 

other than supply expenses are included in rates and not subject to recovery through 16 

offset balance accounts. 17 

Table 1-1 Comparison of Proposed O&M Budgets 18 

Ratemaking 

Area 

GSWC 

A 

Cal 

Advocates 

B 

GSWC > Cal 

Advocates 

C 

Cal Advocates as 

% of GSWC 

D 

Arden 

Cordova 
$4,001,367  $3,946,275  $55,092  98.6% 

Bay Point $3,236,933  $3,216,057  $20,876  99.4% 

Clear Lake $766,258  $754,695  $11,563  98.5% 

Los Osos $1,206,485  $1,185,719  $20,766  98.3% 

Santa Maria $4,802,871  $4,718,259  $84,612  98.2% 

Simi Valley $9,761,752  $9,742,586  $19,166  99.8% 

Region 2 $67,345,988  $67,100,698  $245,290  99.6% 

Region 3  $60,303,639  $59,989,196  $314,443  99.5% 

TOTAL $151,425,293  $150,648,686  $776,607  99.5% 

 19 
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III. Discussion 1 

A. Lab Fees 2 

The Commission should adopt the lab fees as provided in Column C of Table 1-2 3 

below.  4 

Table 1-2: GSWC’s Proposed vs. Cal Advocates’ Recommended Lab Fees 5 

Ratemaking 

Area 

Esc. 5-year 

Average 

A 

 

GSWC 

B 

Cal 

Advocates 

C 

GSWC > Cal 

Advocates 

D 

Cal Advocates 

as % of 

GSWC 

E 

Arden 

Cordova 
$59,149 $97,549 $63,949 $33,600 66% 

Bay Point $15,098 $19,898 $15,098 $4,800 76% 

Clear Lake $15,119 $17,519 $15,119 $2,400 86% 

Los Osos $25,877 $45,077 $25,877 $19,200 57% 

Santa Maria $50,151 $124,551 $50,151 $74,400 40% 

Simi Valley $20,536 $25,336 $20,536 $4,800 81% 

Region 2 $226,580 $300,980  $250,580  $50,400  83% 

Region 3 ($12,600) $196,200 $18,600 $177,600 9% 

TOTAL $399,910 $827,110 $455,110 $372,000 55% 

 6 

GSWC requests an additional $427,200 over its five-year average amount in 7 

annual lab fees across its ratemaking areas (“RMA”) to comply with Division of 8 

Drinking Water (“DDW”) PFAS testing requirements.  GSWC derived its estimate by 9 

multiplying the $2,400 per year ($600 per quarter) testing price1 by its 178 total sources.  10 

GSWC forecasts that it will test every water source every year due to the PFAS testing 11 

requirement. 12 

Resolution W-5226 authorized GSWC to establish a memorandum account to 13 

track the incremental operating costs associated with PFAS, effective August 13, 2020, 14 

until GSWC’s next GRC rates goes into effect, at which time it can include the expenses 15 

in its forecast.  Cal Advocates does not oppose inclusion of additional PFAS-related lab 16 

 
1 GSWC’s response to LCN-001 Q.2, and LCN-001 Q.2 Example Invoice for Primary-Blank Lab Sample 
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fees in the revenue requirement starting in the 2022 TY.  However, it is unlikely that 1 

GSWC will be required to test every water source every year given DDW’s most recent 2 

PFAS General Order No. DW2020-0003-DDW (“GO”),2 as explained below.  As such, 3 

the PFAS testing forecast should be reduced by $372,000 to reflect a total adjustment of 4 

$55,2003 annually in additional lab fees to be distributed across the RMAs.  If a PFAS 5 

maximum containment level (“MCL”) is adopted by DDW and should GSWC’s costs 6 

exceed the budgeted amount, GSWC may request authorization from the Commission to 7 

establish a new PFAS memorandum account and track the incremental costs for 8 

complying with the MCL. 9 

1. Current PFAS Regulations Do Not Suggest the Need to Test Every 10 

Water Source Every Year 11 

The California State Water Resources Control Board (“SWRCB”) is conducting a 12 

statewide assessment to determine the scope of contamination by PFAS in water systems 13 

and groundwater.4  This assessment is being done using a phased approach with Phase I 14 

beginning where contamination is more likely, and near locations where PFAS was 15 

previously found.  The next Phase will focus on water sources near industrial sites and at 16 

wastewater treatment facilities. Next, in accordance with SWRCB’s most recent PFAS 17 

General Order No. DW2020-0003-DDW, GSWC must test 23 of its 178 water sources 18 

starting in December 2020, for every quarter until further notice.  GSWC will not be 19 

required to test every single one of its 178 sources until the MCL is issued.  Since water 20 

sources are being tested one type of area at a time, it is improbable that SWRCB will 21 

order GSWC to test every single one of its water sources every year, as GSWC assumes 22 

with its request.  Therefore, GSWC’s request for additional lab fees for this purpose is 23 

overstated and should be adjusted accordingly. 24 

 
2 General order requiring monitoring for per and polyfluoroalkyl substances pursuant to California’s 

Health and Safety Code Section 116378 
3 Refer to Table 1-3 Column D-G = $372,000; refer to Table 1-3, Column E for $55,200  
4 California Water Boards Media Release: State Water Board Updates Guidelines for Testing and 

Reporting PFOA and PFOS As It Assesses Scope of Problem, Process Begun for Establishing Regulatory 

Standards (August 13th, 2019) 
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2. An MCL Is Expected to Be Established in 2024 1 

SWRCB estimates that the earliest an MCL will be established is sometime in 2 

2024.5  Once an MCL and accompanying testing regulations are established, the 3 

associated costs could change.  If so, GSWC can request a memorandum account to track 4 

the incremental costs for recovery.6 5 

3. GSWC’s Request Further Overstates the Projected Costs by 6 

Unnecessarily Escalating 2020 Costs 7 

The Commission should reject GSWC’s methodology of escalating 2019 total lab 8 

testing costs to reach their 2020 value.  GSWC incorrectly forecasted its 2020 estimate by 9 

escalating its 2019 costs which was based on a vendor invoice.  However, GSWC 10 

provided an invoice dated 20207 which contains the same lab fees as those provided in 11 

the 20198 invoice, indicating that no escalation is needed to reach the 2020 values.   As 12 

such, it is unnecessary for GSWC to escalate the 2019 cost to arrive its 2020 value.  13 

4. Adjustment to Lab Fees is Reasonable  14 

Using the most recent SWRCB’s GO, Cal Advocates determined the total lab fees 15 

expense by multiplying the 23 active sources9 by the $2,400 annual fee per source.10  The 16 

SWRCB’s GO lists 25 sources for monitoring and testing but Cal Advocates reduces this 17 

number to 23 sources based on GSWC’s response to discovery,11 which indicates 18 

Imperial Wells No. 2 and 3 are currently inactive.  As demonstrated in Table 1-2 below, 19 

Cal Advocates utilized DDW’s GO list of water sources to determine how much should 20 

be authorized to each RMA.  The following totals for each RMA’s Water Treatment – 21 

 
5 Based on SWRCB’s presentation by Darrin Polhemus during California Water Association meeting on 

November 2nd, 2020 
6 Resolution W-5226 
7 Attachment 1: LCN-001 Q.2 Example Invoice for Primary-Blank Sample Analysis 
8 Attachment 2: LCN-004 Q2 Eurofins PFAS Testing Price Change.pdf 
9 The SWRCB’s General Order lists 25 sources, but according to GSWC’s response to LCN-005 Q.1B, 

Imperial Wells No. 2 and 3 are currently inactive, so Cal Advocates’ recommended adjustment takes this 

into account 
10 Attachment 1: GSWC’s response to LCN-001 Q.2, and LCN-001 Q.2 Example Invoice for Primary-

Blank Lab Sample Analysis  
11 Attachment 3: GSWC’s response to LCN-005 Q.1B 
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LAB account expense totals are reasonable, justified and should be adopted by the 1 

Commission.  2 

 3 

 4 

Table 1-3: GSWC vs. Cal Advocates Additional Lab Fees Compared 5 

RMA  

Esc. 5-

year Avg 

A 

GSWC 

Sources 

B 

GSWC 

Proposed 

Adjustment 

C 

GSWC 

Totals 

D 

GO 

Sources 

E 

Cal 

Advocates 

Adjustment 

F 

Cal 

Advocates 

Totals 

G 

Arden 

Cordova 
$59,149 16 $38,400 $97,549 2 $4,800 $63,949 

Bay 

Point 
$15,098 2 $4,800 $19,898 0 $0 $15,098 

Clear 

Lake 
$15,119 1 $2,400 $17,519 0 $0 $15,119 

Los 

Osos 
$25,877 8 $19,200 $45,077 0 $0 $25,877 

Santa 

Maria 
$50,151 31 $74,400 $124,551 0 $0 $50,151 

Simi 

Valley 
$20,536 2 $4,800 $25,336 0 $0 $20,536 

Region 2 $226,580 31 $74,400 $300,980 8 $19,200 $245,780 

Region 3 ($12,600)12 87 $208,800 $196,200 13 $31,200 $18,600 

TOTAL $399,910 178 $427,200 $827,110 23 $55,200 $455,110 

 6 

B. Uncollectibles 7 

The Commission should reject GSWC’s proposal to increase its uncollectible ratio 8 

by 50%. GSWC speculates on the impact of Senate Bill No. 998, “The Water Shutoff 9 

Protection Act” (“SB 998”) without supporting data.  Instead, the Commission should 10 

approve each RMA’s five-year average uncollectible expense ratio as the rate for 11 

estimating uncollectible expenses for TY 2022.  12 

1. SB998 Has No Significant Impact on Uncollectible Amounts 13 

The uncollectible rate is determined by a given year’s total amount of 14 

uncollectible payments as a ratio of total operating revenues.  For test year 2022, GSWC 15 

 
12 The escalated five-year average for Region 3 RMA is negative according to GSWC’s O and M-A and 

G Expenses workpapers, pg. 90 
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estimates a 50% increase in uncollectible rates from the 5-yr average ratio of 1 

uncollectible expense to revenue.  GSWC’s request assumes uncollectibles will increase 2 

by 50% because of SB998,13 which extends the time period during which customers may 3 

not have their service disconnected due to nonpayment.14  However, GSWC’s reasoning 4 

is speculative and has no supporting data. 5 

Effective February 1, 2020, SB 998 prohibits water utilities from disconnecting 6 

residential service for nonpayment until a payment has been delinquent for at least 60 7 

days.  GSWC classifies a residential bill as delinquent after 19 days have passed from the 8 

bill mail date.15 Prior to SB998, GSWC allowed residential customers a total of 45 days 9 

from the date the bill is mailed until service would be disconnected due to nonpayment.16  10 

GSWC’s interpretation of SB 998 increases the delinquency period prior to shut 11 

off from 26 days to roughly 63 days.17  This means that residential customers originally 12 

had 26 days of delinquency before disconnection.  With GSWC’s new total of 82 days 13 

from bill mail date to disconnection due to nonpayment,18 the SB998 adjustment means 14 

the time from delinquency to disconnection is now the minimum 63 days.19 15 

Though GSWC cites to SB 998 as justification for its request, GSWC provides no 16 

data analysis and support for estimating a 50% increase in the uncollectibles rate.  For 17 

example, GSWC has not conducted an aging analysis of its current outstanding service 18 

bills for this GRC,20 which is key to determine whether the implementation of SB998 has 19 

had any negative impact on collecting unpaid residential bills and disconnections.   20 

 
13 Sen. Bill No. 998 (2017-2018 Reg. Sess.) §§ 1&2; Health & Safety Code sections 116900-116926 

(“The Water Shutoff Protection Act") (hereinafter “SB998”) 
14 Direct Testimony of Brad Powell, pg. 5 
15 Attachment 4: GSWC’s response to Cal Advocates’ data request LCN-006, Q.5 
16 Attachment 4: GSWC’s response to Cal Advocates’ data request LCN-006, Q.1 
17 SB998 only applies to residential service connections and multi-unit residential customers, so 

delinquency and disconnection policies remain the same for non-residential customers 
18 Attachment 4: GSWC’s response to Cal Advocates’ data request LCN-006, Q.2 
19 Attachment 4: GSWC’s response to LCN-006, Q.5 stated 82 days from bill mail date, but GSWC’s 

website states 79 days (https://www.gswater.com/disconnection-policy), which is misleading to 

customers 
20 Attachment 4: GSWC’s response to Cal Advocates’ data request LCN-006, Q.6 

https://www.gswater.com/disconnection-policy
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GSWC’s lack of evidence supporting its request is concerning, particularly as it is 1 

possible that SB 998 may in fact decrease uncollectibles by allowing residential 2 

customers more time to arrange for an alternative payment plan.  By comparison, the 3 

previous disconnection policy allowed less time for residential customers to work out a 4 

payment arrangement and find other ways to pay the unpaid balance before 5 

disconnection.  Before SB998, customers had only 26 days from delinquency to 6 

disconnection.  That time period has been increased to 63 days as a result of SB998.  7 

Therefore, the additional time allowance could reduce disconnections and payment 8 

default.  9 

2. GSWC’s Uncollectible Rate Should Follow the Commission’s Standard 10 

Rules of Practice of Using The Five-Year Average  11 

The CPUC Water Division Standard Practice U-26 states: “Uncollectibles should 12 

be based upon previous recorded amounts, provided the utility has shown a conscientious 13 

effort to collect all past due bills.”21  The methodology to calculate the uncollectible rate 14 

has not been altered by the Water Shutoff Protection Act.   15 

GSWC relies on speculation to establish an excessively high uncollectible rate and 16 

fails to present any studies to support its proposed 50% adjustment to the uncollectibles 17 

rate.  Table 1-4 below shows the uncollectible rates for 2015-2019, the five-year average 18 

for these years, and GSWC’s proposed uncollectible rates for each ratemaking area.22 19 

 20 

 21 

 22 

 23 

 24 

 25 

 26 

 
21 CPUC Water Division Standard Practice U-26 (July 2002) at pp. 8-9 (#5m) 
22 Annual Reports of GSWC Water Systems, Schedule B-1 
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Table 1-4: GSWC’s Proposed vs. Cal Advocates’ Recommended Uncollectible 1 

Rate 2 

RMA 2015 2016 2017 2018 2019 

Cal Advocates’ 

Five-Year 

Average Rate 

GSWC’s 

Proposed 

Rate 

Arden Cordova 0.19% 0.28% 0.31% 0.34% 0.15% 0.26% 0.375% 

Bay Point 0.38% 0.46% 0.52% 0.55% 0.45% 0.47% 0.708% 

Clear Lake 0.68% 0.58% 0.68% 0.65% 0.70% 0.66% 0.986% 

Los Osos 0.06% 0.07% 0.10% 0.09% 0.01% 0.07% 0.100% 

Santa Maria 0.05% 0.29% 0.11% 0.12% 0.04% 0.12% 0.183% 

Simi Valley 0.19% 0.16% 0.19% 0.21% 0.17% 0.18% 0.274% 

Region 2 0.27% 0.18% 0.24% 0.25% 0.23% 0.23% 0.353% 

Region 3 0.19% 0.14% 0.22% 0.23% 0.13% 0.18% 0.273% 

Prior to signing SB998 into law, the California State Senate and Assembly’s 3 

analysis on its potential impacts emphasized how it was “difficult to ascertain the full 4 

scope of the problem” given the varying and limited data on discontinuation of service 5 

for nonpayment.23  Still, the Senate Committee on Energy, Utilities and Communications 6 

found that the data shared did not suggest a widespread and severe issue of disconnection 7 

across utilities, rather it suggested a relatively low percentage of disconnections.  In fact, 8 

service disconnections were found to be even less of an issue for low-income 9 

customers.24  This means that extending the delinquent period will likely have a minimal 10 

impact on GSWC’s disconnections, and the amount of bills written-off as uncollectible. 11 

Senate floor analyses show that the problem of “discontinuation of service due to 12 

nonpayment is significantly overstated.”25  If this holds true, then GSWC’s projected 13 

increase in uncollectibles due to implementation of SB998 is also significantly overstated 14 

and the rate should instead be based on a historical average.  GSWC provides no data to 15 

 
23 SB998 Analysis: 4/02/18 – Senate Energy, Utilities and Communications 
24 SB998 Analysis: 4/02/18 – Senate Energy, Utilities and Communications 
25 8/28/18 – Senate Floor Analyses 
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justify the high uncollectible rate that it requests.  Thus, the most recent five-year average 1 

is the more reasonable approach to calculate the uncollectible rate. 2 

Graph 1-1 below also illustrates how significant economic downturn normalizes 3 

over time without the need for intervention.  With that said, events like COVID-19, 4 

which have brought on an economic recession, would not necessarily mean that the 5 

uncollectible rate should be raised because it may normalize by TY 2022.  Furthermore, 6 

GSWC has a Catastrophic Events Memorandum Account (“CEMA”) that allows it to 7 

track incremental COVID19-related expenses that are not in the forecasted rates.  8 

 9 

Graph 1-1:  Uncollectibles Rate Over Time (2009-2024) 10 

 11 

3. The Commission Should Approve the Five-Year Average Uncollectible 12 

Rate 13 

In accordance with CPUC Water Division Standard Practice U-26, the 14 

Commission should approve each RMA’s five-year average uncollectible expense rate 15 

shown in Table 1-4 as the rate for calculating authorized uncollectible expenses for Test 16 

Year 2022.  Cal Advocates developed this percentage by calculating the average ratio of 17 

uncollectible expense to revenue for the years 2015-2019.  The uncollectible expense 18 

0.00%

0.10%

0.20%

0.30%

0.40%

0.50%

0.60%
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should be calculated by multiplying these percentages by the authorized test year water 1 

service revenues.  GSWC’s recommendation should not be adopted because it speculates 2 

as to SB998’s impact without supporting data, and conflicts with CPUC Standard 3 

Practice.  Rather than increasing uncollectible amounts, SB998 is likely to decrease 4 

uncollectible expenses by allowing customers more time to make alternative payment 5 

arrangements.  The Commission should not authorize GSWC’s request for an arbitrary 6 

increase and should instead follow its own Standard Practice of utilizing a 5-yr average of 7 

recorded amounts to determine GSWC’s authorized uncollectible expense for Test Year 8 

2022.   9 

 10 

C. Brine Waste Transportation and Disposal 11 

The Commission should adopt the additional $2,373,460 per year requested by 12 

GSWC over its historical O&M costs for brine waste transportation and disposal in the 13 

Bradshaw Well Field (“BWF”), which is located in the RMA’s Barstow Customer 14 

Service Area of Region 3.26  The sudden need to address brine comes from the Bradshaw 15 

Nitrate Removal Ion Exchange Treatment System (“Bradshaw Treatment Plant”), 16 

constructed in 2019 to address fluctuating nitrate levels at BWF.  Nitrate treatment 17 

produces brine as a byproduct.  18 

The additional $2,373,460 annual expense for brine waste transportation and 19 

disposal should be included in the forecast of TY 2022 O&M expenses.  According to 20 

GSWC’s response to LCN-002, there is a strong possibility that GSWC could pursue 21 

litigation for the nitrate contamination against the polluters in the near future.  However, 22 

the timing and outcome of any litigation, if any, is highly uncertain.  GSWC should put 23 

forth its best effort to seek recovery from the polluters.  Cal Advocates recommend that 24 

GSWC should provide the Commission with an annual status update on its effort to 25 

pursue recovery from the polluters.  Any recovery from the polluters should be used to 26 

offset the future expenses of this treatment facility.  Please refer to Cal Advocates’ 27 

 
26 Direct Testimony of Brad Powell, pg. 9 
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Report on Construction-Work-in-Progress and Special Request #7 for more information 1 

regarding Bradshaw Treatment Plant. 2 

1. The Bradshaw Treatment Plant Was Necessary 3 

Cal Advocates first investigated the necessity of the Bradshaw Treatment Plant 4 

constructed in 2019.  In the Direct Testimony of Brad Powell, GSWC cited fluctuating 5 

nitrate levels at BWF, particularly the wells on the east side of the well field.  When 6 

asked, GSWC provided nitrate levels27 and a timeline of rapidly fluctuating nitrate levels 7 

starting in 2018.28  As the severity progressed, GSWC then conducted a study where it 8 

concluded that the nearby B&E Dairy Farm was the likely contamination source.29  9 

Upon meeting with Lahontan Regional Water Quality Control Board 10 

(“LRWQCB”) leadership, GSWC discovered that other private wells in the vicinity of the 11 

dairy farm were tested in 2013 under the same assumption that the dairy farm was 12 

causing fluctuating nitrate levels.  This led LRWQCB to issue B&E Dairy a Cleanup and 13 

Abatement Order the same year.30  14 

With continually rising nitrate levels, it was increasingly urgent to halt further 15 

contamination of the eastern wells and prevent contamination spread to the western wells. 16 

As a result, GSWC considered multiple treatment system vendors, and ultimately chose 17 

Evoqua based on how adjustments made due to the contamination were starting to impact 18 

other aspects of the Barstow system.31  BWF is Barstow Customer Service Area’s 19 

(“CSA”) only source of water, and as such, GSWC took measures on an emergency 20 

timeline.  In response to discovery,32 GSWC explained that Barstow CSA has an isolated 21 

system, meaning that “there are no neighboring water purveyors to provide mutual aid or 22 

emergency water supply in the event of an emergency.”  After reviewing GSWC’s 23 

discovery responses and supporting documentation, Cal Advocates concluded that the 24 

 
27 Attachment 5: Attachment PLY-003 6A Bradshaw Nitrate Results 2017-2019 
28 Attachment 6: Attachment PLY-003 6F Nitrate Source Identification – Lahontan RWQCB 
29 Attachment 7: GSWC’s response to PLY-003 Q.6F 
30 Attachment 6: Attachment PLY-003 6F Nitrate Source Identification – Lahontan RWQCB 
31 Attachment 7: GSWC’s response to PLY-003 Q.6E 
32 Attachment 7: GWC’s response to PLY-003 Q.6D 
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Bradshaw Treatment Plant was necessary and, by extension, so were the accompanying 1 

brine transportation and disposal costs.  2 

2. The Estimated Brine Transportation and Disposal Costs Are Reasonable 3 

Cal Advocates requested a brine transportation and disposal-related cost estimate 4 

breakdown, as well as all brine disposal and transportation invoices, which provided the 5 

unit costs.33  GSWC based the estimate on the plant’s production levels and performance 6 

data since beginning operation in 2019.  After reviewing the supporting documentation, 7 

Cal Advocates concluded that the brine transportation and disposal costs were reasonable. 8 

In response to LCN-002 Q.1, regarding the discrepancy between cost estimates 9 

stated in Brad Powell’s testimony and the Hanford and Insco Operating District Capital 10 

Testimony, GSWC clarified that the former was calculated based on “the average level of 11 

nitrate concentration of 10mg/L raw water and operation data collected after the 12 

treatment start-up phase,” while the latter was based on “modeling conducted by the 13 

treatment plant vendor, Evoqua, prior to installation of the treatment plant.”  As such, Cal 14 

Advocates does not oppose the $2,373,460 annual costs for brine transportation and 15 

disposal, as stated in the Direct Testimony of Brad Powell.   16 

 17 

D. Robbins System 18 

Cal Advocates supports GSWC’s acquisition of the Robbins Water System from 19 

Sutter County Waterworks District No. 1, as stated in Cal Advocates’ response to 20 

GSWC’s AL-1818-W1. 34  GSWC’s AL-1818-W1, requesting authorization for the 21 

acquisition, is currently pending before the Commission.  GSWC plans to consolidate 22 

Robbins into the Arden-Cordova CSA.  As a direct result of the acquisition, GSWC 23 

requested additional costs to be added to the Arden Cordova RMA, including $10,000 for 24 

water treatment expenses and $10,400 per year for water quality sampling fees.  Cal 25 

Advocates does not oppose the inclusion of $10,000 for water treatment expenses and 26 

 
33 Attachment 8: GSWC’s response to LCN-002 Q.2 
34 Response of the Public Advocates Office to Golden State Water Company’s Advice Letter 1818-W, 

requesting approval of the Acquisition of the Robbins Water System 
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$10,400 per year for water quality sampling fees in this GRC, as they are reasonable 1 

expenses related to the Robbins acquisition.   2 

1. Robbins Water System Is an Inadequately Operated and Maintained 3 

Small Water System 4 

For decades, the Robbins Water System has failed to provide water that meets 5 

state and federal drinking water standards.  Since 1992, the water system has amassed 6 

over 60 individual drinking water violations, many of which have to do with significant 7 

levels of arsenic.35  When GSWC filed AL 1818-W, in addition to arsenic, Robbins 8 

System’s Wagner Aviation Well exceeded secondary MCLs for iron, manganese, total 9 

dissolved solids, and chloride.  Given this information, Cal Advocates does not oppose 10 

GSWC’s request for additional water treatment and water quality sampling fees needed to 11 

investigate and address Robbins System’s ongoing water quality issues. 12 

2. Cal Advocates Does Not Oppose the Inclusion of Water Treatment and 13 

Water Quality Sampling Fees in this GRC 14 

As Robbins is an inadequately operated and maintained water system,36 water 15 

treatment expenses are necessary to address existing issues in water quality.  The water 16 

quality sampling fees will allow further testing to identify any additional contamination 17 

that might also need to be addressed.  Cal Advocates requested documentation supporting 18 

these costs, which GSWC provided in the form of cost calculations and invoices.37  This 19 

documentation adequately supported GSWC’s requested amounts.  20 

Cal Advocates does not oppose the inclusion of $10,000 for water treatment 21 

expenses and $10,400 per year for water quality sampling fees in this GRC, as they relate 22 

to the Robbins acquisition.   23 

 24 

E. GSWC’s Request for NO-DES Filters in its Region 2 and Region 3 RMAs 25 

 
35 

https://sdwis.waterboards.ca.gov/PDWW/JSP/Violations.jsp?tinwsys_is_number=5597&tinwsys_st_code

=CA   
36 AL-1818-W1 
37 Attachment 9: GSWC’s response to LCN-004 
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GSWC is requesting an additional $21,000 per year for additional Neutral Output 1 

Discharge Elimination System (“NO-DES”) filters in Central (Region 2 RMA), 2 

Southwest (Region 2 RMA) and Orange County Districts (Region 3 RMA).38  GSWC 3 

reasons that NO-DES flushing is superior to conventional flushing because it conserves 4 

water and asserts that any additional recorded costs will be offset by savings on supply 5 

water treatment costs.  The specified areas have manganese build up which the NO-DES 6 

filters are meant to address.  Cal Advocates does not oppose the $21,000 yearly cost in 7 

Central, Southwest, and Orange County Districts for NO-DES filters because the filters 8 

are a cost-effective flushing method that conserves water. 9 

1. Water Conservation Benefits of NO-DES Flushing 10 

NO-DES flushing will significantly reduce water loss normally expected during 11 

the conventional flushing process because it allows flushed water to be reintroduced into 12 

the system.39  It is also more effective in that it removes sediment and particulate matter 13 

during the flushing process.  The NO-DES website40 boasts a flushing technique that is 14 

effective in addressing manganese and iron build up. 15 

2. Cost Benefits of NO-DES Flushing 16 

When asked for a cost-benefit analysis, GSWC responded that it had not 17 

conducted a formal cost-benefit analysis, stating that it “would depend on various factors 18 

including the amount of NO-DES flushing performed in a given period.”41  However, Cal 19 

Advocates agrees with GSWC that a one-time purchase of NO-DES filters could 20 

conserve 36 MG42 of water, which would amount to upwards of $135,00043 total in water 21 

savings across all areas where GSWC requests filters.  As discussed in Cal Advocates’ 22 

Report and Recommendations on Region 3 Plant, Contingency, and Plant Escalation, Cal 23 

 
38 Direct Testimony of Brad Powell 
39 Attachment 10: GSWC’s response to LCN-003 Q.1 
40 NO-DES Website: https://www.no-des.com/particulate-removal 
41 Attachment 10: GSWC’s response to LCN-003 Q.1. 
42 Attachment 10: GSWC’s response to LCN-003 Q.2. 
43 This estimate is derived by reducing non-revenue water by 6,000CCF in Central, 48,000CCF in 

Southwest, and 5,400CCF in Orange County.  The amount of conserved water in Southwest was capped 

because of the maximum amount that the filters could be used for. 
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Advocates has imputed this water savings in its revenue requirement calculation by 1 

reducing $135,000 in non-revenue water of GSWC’s supply forecast.44  Should GSWC 2 

decide to implement NO-DES flushing more widely across its water systems in the 3 

future, GSWC should be required to conduct detailed cost-benefit analysis based on the 4 

performance of the filters in the upcoming cycle. 5 

In GSWC’s next response to LCN-003 Q2, the utility reasoned that “there would 6 

essentially be no financial or water loss costs.”  Cal Advocates does not oppose the 7 

$21,000 yearly cost in each the Central, Southwest, and Orange County Districts for NO-8 

DES filters.  Despite the lack of formal cost-benefit analysis, NO-DES filters are a cost-9 

effective method that will also contribute to water conservation efforts. 10 

 11 

IV. Conclusion 12 

To summarize, the Commission should adjust lab fees expense forecasts to reflect 13 

SWRCB’s most recent General Order.  The Commission should also use the five-year 14 

average uncollectible rate for each RMA, as GSWC’s requested increase is unsupported.  15 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 
44 Cal Advocates Report and Recommendations on Region 3 Plant, Contingency, and Plant Escalation, Attachment 

2-5: Water Savings due to Implementation of NO-DES Flushing 
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CHAPTER 2: SUPPLY COSTS 
I. Introduction 1 

GSWC forecasts supply costs by applying the purveyor rates/schedules in effect at the 2 

time of their filing to projected water sales.  Supply costs are a subset of Operations and 3 

Maintenance expenses, and include purchased water, lease water, purchased power, pump 4 

tax, and chemicals.  Cal Advocates’ supply expense forecast is based on its analysis of 5 

GSWC’s workpapers, testimony and its response to the data requests.   6 

 7 

II. Summary of Recommendations 8 

Table 2-1 below summarizes Cal Advocates’ recommended adjustments to 9 

GSWC’s forecasted supply expense budgets.  The adjustments are the result of 10 

developing a more reasonable forecast methodology for purchased water expenses for 11 

each RMA as discussed below.  Cal Advocates’ test year 2022 proposals account for the 12 

likely increase in purchased water expenses based on historical average increase.  13 

GSWC’s 2022 forecast, however, is based on the 2019 purveyor rates in effect at the time 14 

of its filing. Because these purveyor rates could be as stale as three years old by the time 15 

the test year rates on which they are set become effective, GSWC’s methodology likely 16 

understates the purchased water expenses from 2020 to 2022. 17 

 18 

Table 2-1 Comparison of Proposed Supply Cost Budgets 19 

Ratemaking 

Area 

GSWC 

A 

Cal 

Advocates 

B 

Cal Advocates 

> GSWC 

C 

Cal Advocates as 

% of GSWC 

D  

Arden Cordova $1,437,107  $1,581,057  $143,950  110% 

Bay Point $2,456,671  $2,509,394  $52,723  102% 

Clear Lake $139,432  $139,432  $0  100% 

Los Osos $197,692  $197,692  $0  100% 

Santa Maria $2,477,207  $2,601,122  $123,915  105% 

Simi Valley $8,547,923  $9,145,711  $597,788  107% 

Region 2 $51,763,527  $52,886,435  $1,122,908  102% 

Region 3  $39,985,900  $40,800,798  $814,898  102% 

TOTAL $107,005,459  $109,861,641  $2,856,182  103% 
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III. Discussion 1 

A. Purchased Water 2 

To provide a more reasonable forecast of purchased water costs,45 the Commission 3 

should adopt purchased water rates that are escalated from 2019 until the 2022 test year, 4 

using the average annual percentage change in purchased water rates experienced over 5 

the past five years (typically 2015 - 2019).   6 

1. Under-Forecasting Supply Costs in the GRC Hides Likely Bills 7 

Increases through the Use of Offset Accounts 8 

For test year 2022, GSWC calculates each RMA’s total purchased water expenses 9 

by first determining the purchased water volume and multiplying by the purveyor water 10 

rates in effect in 2019.46  GSWC’s methodology for projecting purchased water does not 11 

include any probable cost increases between 2020 and 2022.  Under-forecasting 12 

purchased water rates results in the illusion of a smaller increase in customer rates in the 13 

GRC.47  However, purchased water expenses are tracked in expense offset accounts.  Any 14 

under-forecast amount will be tracked and subjected to later recovery through surcharge.   15 

To increase transparency and reduce the number and size of likely surcharges, 16 

GSWC should produce reasonable forecasts for all expense items, especially those items 17 

afforded the protection of being tracked in the balancing accounts.  Adjusting purchased 18 

water costs by the average annual percentage change recorded over the past five years 19 

results in a forecast that is overall higher than GSWC’s estimate.  Although these 20 

amounts are tracked in Balancing Accounts and Memorandum Accounts, the most 21 

reasonable forecast possible should be adopted in order to minimize potential surcharges 22 

 
45 Purchased water Costs are comprised of Quantity Charges and Other Charges 
46 Direct Testimony of Nanci Tran, pg. 17 
47 GSCW tracks the difference between its authorized budget and actual purchased water expense in its 

Modified Cost Balancing Account (“MCBA”).  Amounts tracked here and in other balancing accounts are 

generally recovered later as surcharges in addition to rates authorized during a GRC.  GSWC under-

forecasting expenses it tracks in balancing accounts provides the Commission and customers with the 

false impression of a smaller proposed change in water rates, when a lower-than-reasonable forecast will 

produce a greater difference between the authorized and actual expenses, should the actual expenses be 

higher than forecasted.   This larger difference is recorded to the balancing accounts and appears as 

surcharges on customer bills, while the illusion of lower “rates” is maintained.    
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on customers’ bills.  Any other differences in total purchased water expenses are the 1 

result of different estimates of water demand and production, which are addressed 2 

separately by Cal Advocates’ witness, Chris Ronco. 3 

2. Purchased Water Rates Should Be Derived Using the Five-Year 4 

Average Percent Change 5 

The Commission should adopt purchased water rates that are derived using the 6 

five-year average annual percent change in purchased water rates.  In cases where a 7 

purveyor rate has not been in place long enough to derive a reliable trend, or when it has 8 

historically fluctuated dramatically (such as is often the case for flow violation charges), 9 

Cal Advocates does not oppose GSWC’s request to use the most recently available 10 

charge to forecast test year purchased water purveyor rates.  Cal Advocates’ forecasting 11 

methodology is based on historical five-year average, 2015-2019.  In some cases where 12 

possible, Cal Advocates’ five-year average also incorporates the most-recently known 13 

rates in 2020.  Table 2-2 below provides a comparison of GSWC’s proposed figures and 14 

Cal Advocates’ adjustments. 15 

 16 

Table 2-2 Comparison of Proposed Purchased Water Budgets 17 

Ratemaking 

Area 

GSWC 

A 

Cal 

Advocates 

B 

Cal Advocates > 

GSWC 

C 

Cal Advocates as 

% of GSWC 

D  

Arden Cordova $644,919  $788,869  $143,950  122% 

Bay Point $2,384,261  $2,436,984  $52,723  102% 

Clear Lake $31,503  $31,503  $0  100% 

Los Osos $0  $0  $0  0% 

Santa Maria $583,140  $707,055  $123,915  121% 

Simi Valley $8,353,463  $8,951,352  $597,889  107% 

Region 2 $38,959,835  $39,039,387  $79,552  100% 

Region 3  $23,367,897  $24,182,795  $814,898  103% 

TOTAL $74,325,018  $76,137,945  $1,812,927  102% 

 18 

 19 

 20 
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B. Electric Purchased Power 1 

GSWC forecasts electric purchased power expense by applying the forecasted cost 2 

per Kilowatt ($/KWH) to total KWH forecasted in each CSA.48  GSWC first calculated 3 

the $/KWH by using 2019 recorded purchased power expense divided by 2019 KWH 4 

used.  The 2019 $/KWH was escalated to come up with $/KWH for TY  2022, and then 5 

applied to forecasted supply volumes to come up with Escalation Years 2023, 2024.  Cal 6 

Advocates supports the use of escalation factors to derive TY 2022 forecast but opposes 7 

additional escalations for 2023 and 2024.  The Commission’s Rate Case Plan (RCP) 8 

(D.07-05-062) prohibits escalating supply costs during a GRC’s escalation years.    9 

1. Decision 07-05-062 Prohibits GSWC From Escalating Supply Costs in 10 

Escalation Years 11 

The rate case plan, Decision 07-05-062, prohibits GSWC from escalating supply 12 

costs in escalation years.49  It states that “revenue requirement amounts otherwise subject 13 

to rate recovery, e.g., through balancing or memorandum accounts, shall not be subject to 14 

escalation.”50  Therefore, GSWC’s proposed methodology to escalate its purchased 15 

power expenses for Escalation Years 2023 and 2024 are both unnecessary and prohibited 16 

by the RCP.   17 

 18 

IV. Conclusion 19 

To summarize, the purchased water forecasts should be adjusted based on the 20 

average percent increase in rates for more accurate forecasts and the escalation of the 21 

2023 and 2024 attrition years from the electric purchased power expense should be 22 

removed.23 

 
48 Direct Testimony of Nanci Tran, page 18 
49 D.07-05-062, VII. Escalation and Attrition Advice Letter Procedure 
50 D.07-05-062, VII. Escalation and Attrition Advice Letter Procedure, pg. A-19 
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ATTACHMENT 1: GSWC’S RESPONSE TO 

LCN-001 Q.2, AND LCN-001 Q.2 EXAMPLE 

INVOICE FOR PRIMARY-BLANK LAB 

SAMPLE 
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ATTACHMENT 2: LCN-004 Q.2 EUROFINS 

PFAS TESTING PRICE CHANGE.PDF 
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ATTACHMENT 3: GSWC’S RESPONSE TO 

LCN-005 Q.1B 
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ATTACHMENT 4: GSWC’S RESPONSE TO 

CAL ADVOCATES’ DATA REQUEST LCN-

006, Q (1, 2, 5, AND 6) 
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ATTACHMENT 5: ATTACHMENT PLY-003 

6A BRADSHAW NITRATE RESULTS 2017-

2019 
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ATTACHMENT 6: ATTACHMENT PLY-003 

6F NITRATE SOURCE IDENTIFICATION – 

LAHONTAN RWQCB 
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ATTACHMENT 7: GSWC’S RESPONSE TO 

PLY-003 Q. (6D, 6E AND 6F) 
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ATTACHMENT 8: GSWC’S RESPONSE TO 

LCN-002 Q.2 
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ATTACHMENT 9: GSWC’S RESPONSE TO 

LCN-004 
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ATTACHMENT 10: GSWC’S RESPONSE TO 

LCN-003 Q.1 AND Q.2 
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ATTACHMENT 11: AA9-002 Q.2D 

ESTIMATED UDF COST_BALL ROAD 

WELL.XLSX 
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ATTACHMENT 12: STATEMENT OF 

QUALIFICATIONS 
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STATEMENT OF QUALIFICATIONS – LAUREN 1 

CUNNINGHAM 2 

Q1. Please state your name, business address, and position with the California Public 3 

Utilities Commission (“Commission”). 4 

A1. My name is Lauren Cunningham, and my business address is 505 Van Ness 5 

Avenue, San Francisco, California 94102.  I am a Public Utilities Regulatory 6 

Analyst in the Water Branch of the Public Advocates Office. 7 

Q2. Please summarize your education background and professional experience. 8 

A2. I received a Bachelor of Arts Degree in Economics, with minors in Spanish and 9 

Mandarin Chinese, from California State University, Sacramento in January 2020. 10 

 I have been with the Public Advocates Office – Water Branch since July 2020. 11 

Q3. What is your responsibility in this proceeding Golden State Water Company GRC 12 

A.20-07-012? 13 

A3. I am responsible for the preparation of the Report and Recommendations on O&M 14 

and Supply for Golden State Water Company general rate case test year 2022. 15 

Q4. Does this conclude your prepared direct testimony? 16 

A4. Yes, it does. 17 

 18 


